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FY15 analysts' meeting feedback: the story cannot be summed up by a dividend cut

Fair Value EUR113 vs. EUR115 (+27%) BUY

We are reiterating our Buy rating while cutting our DCF-derived Fair Value from EUR115 to EUR113
following the analysts’ meeting held yesterday. Our change stems from the integration of Cassiopae
into our model (+1% to our adj. EPS ests. = +EUR1/share) and new EUR/GBP assumptions (0.79 vs.
0.73, -EUR3). Lfl growth is expected to accelerate, synergies with Steria have been implemented
faster than planned, and free cash flow is set to improve. While the share price fell 5% yesterday in
view of a dividend cut to EUR1.70, these positive elements show that the momentum remains solid.

ANALYSIS

e  Positive trends ahead, despite Q1. For Q1 2016, the company agrees with a scenario of around 0-
1% Ifl sales growth due to tough comps for Sopra Banking Software (La Banque Postale in Q1
2015), but sees an acceleration thereafter. In France, C&SI looks to start 2016 in good shape with
growth ahead and the op. margin is likely to keep increasing, while the 12S business is likely to see
a revenue decline in 2016 as a result of the refocus on value-added services but should return to
growth over H2 and 2017 with the target to restore a ‘normative’ operating margin within two
years. In the UK, Ifl growth is set to stand at 0-2% with the commercial sector expected to improve
efficiency, while the SSCL JV may see sales eroding - due to a quick ramp-up in 2015 - and grow
again in 2017. In the “Other Europe” division, the trend should continue to reverse in Germany.
For Sopra Banking Software, the goal is to keep investing heavily in R&D in order to keep up with
customer demand, such that the operating margin is unlikely to deviate from 10% for 2016 and
2017. NB. Cassiopae (EUR50m revenues), to be acquired in Q2 16, generates a double-digit
operating margin.

e  Synergies targets reiterated for end 2016. Sopra Steria delivered EUR45m in cost synergies in
2015, or EUR10m ahead of the EUR35m guidance announced in 2014, for implementation costs of
EUR46m in line with the EUR45m initial target. That said, management confirmed its goal for
synergies of EUR62m by end 2016 for a total cost of EUR65m. In other words, the synergies plan
with Steria is not supposed to exceed expectations but synergies were unlocked faster than
planned. Restructuring costs related to the integration of Steria should only total c. EUR10-15m in
2016. NB. The tax rate is likely to stand at 34-35% in the years ahead.

®  Free cash flow to increase significantly but in line with expectations. Free cash flow reached
EUR49m in 2015, while the company guided for zero. In fact, WCR increased by ‘only’ EUR81.9m
(vs. EUR150m guided in August) as the DSOs fell to 64 days. For 2016, reaching EUR100m looks to
be a fair assumption as DSOs should continue to decrease, cash consumption of SSCL is expected
to be at zero, and WCR is likely to increase in line with 2015, including a EUR30m drag from a
change in the timing of social security payments in France (monthly vs. quarterly, 2/3 of the drag)
and new regulations in the UK regarding payment terms to suppliers (1/3 of the drag).

e  Medium-term ambitions unchanged. Sopra Steria still backs its differentiating positioning and
specific assets (solutions and customer intimacy), and reiterates its priority for vertical solutions
and large accounts, while strengthening in consulting. It is also comfortable with its strategy on
Sopra Banking Software, while banks are renovating their IT systems. With EUR1.1m in available
credit lines and a net debt/EBITDA bank covenant of 3x (1.8x reached end 2015), Sopra Steria is
keen on pursuing acquisitions, especially on the Sopra Banking Software side.

VALUATION
®  Sopra Steria’s shares are trading at est. 8.4x 2016 and 7.0x 2017 EV/EBIT multiples.

o  Net debt on 31st December 2015 was EUR530.8m (net gearing: 43%).
NEXT CATALYSTS
Q1 16 sales on 3rd May before markets open.
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Bryan Garnier stock rating system

For the purposes of this Report, the Bryan Garnier stock rating system is defined as follows:

Stock rating

Positive opinion for a stock where we expect a favourable performance in absolute terms over a period of 6 months from the publication of a
recommendation. This opinion is based not only on the FV (the potential upside based on valuation), but also takes into account a number of
elements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock
will feature an introduction outlining the key reasons behind the opinion.

Opinion recommending not to trade in a stock short-term, neither as a BUYER or a SELLER, due to a specific set of factors. This view is intended to
be temporary. It may reflect different situations, but in particular those where a fair value shows no significant potential or where an upcoming binary
event constitutes a high-risk that is difficult to quantify. Every subsequent published update on the stock will feature an introduction outlining the key
reasons behind the opinion.

Negative opinion for a stock where we expect an unfavourable performance in absolute terms over a period of 6 months from the publication of a
recommendation. This opinion is based not only on the FV (the potential downside based on valuation), but also takes into account a number of

clements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock

will feature an introduction outlining the key reasons behind the opinion.

BUY ratings 62,2%

Distribution of stock ratings

NEUTRAL ratings 28,9% SELL ratings 8,9%
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1 Bryan Garnier shareholding | Bryan Garnier & Co Limited or another company in its group (together, the “Bryan Garnier Group”) has a No
in Issuer sharcholding that, individually or combined, exceeds 5% of the paid up and issued share capital of a company
that is the subject of this Report (the “Issuer”).
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4 Market maker or liquidity A member of the Bryan Garnier Group is a market maker or liquidity provider in the securities of the Issuer or No
provider in any related derivatives.
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6 Investment banking A member of the Bryan Garnier Group is or has in the past twelve months been party to an agreement with the | No
agreement Issuer relating to the provision of investment banking services, ot has in that petiod received payment or been
promised payment in respect of such services.
7 Research agreement A member of the Bryan Garnier Group is party to an agreement with the Issuer relating to the production of No
this Report.
8 Analyst receipt or purchase The investment analyst or another person involved in the preparation of this Report has received or purchased No
of shares in Issuer shares of the Issuer prior to a public offering of those shares.
9 Remuneration of analyst The remuneration of the investment analyst or other persons involved in the preparation of this Report is tied No
to investment banking transactions performed by the Bryan Garnier Group.
10 Corporate finance client In the past twelve months a member of the Bryan Garnier Group has been remunerated for providing No
corporate finance services to the issuer or may expect to receive or intend to seek remuneration for corporate
finance services from the Issuer in the next six months.
11 Analyst has short position The investment analyst or another person involved in the preparation of this Report has a short position in the No
securities or derivatives of the Issuer.
12 Analyst has long position The investment analyst or another person involved in the preparation of this Report has a long position in the No
securities or derivatives of the Issuer.
13 Bryan Garnier executive is A partner, director, officer, employee or agent of the Bryan Garnier Group, or a member of such person’s No
an officer household, is a partner, director, officer or an employee of, or adviser to, the Issuer or one of its parents or
subsidiaties. The name of such person or persons is disclosed above.
14 Analyst disclosure The analyst heteby certifies that neither the views expressed in the research, nor the timing of the publication of | Yes
the research has been influenced by any knowledge of clients positions and that the views expressed in the
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Important information

This document is classified under the FCA Handbook as being investment tesearch (independent research). Bryan Garnier & Co Limited has in place the measures and arrangements required
for investment research as set out in the FCA’s Conduct of Business Sourcebook.

This report is prepared by Bryan Garnier & Co Limited, registered in England Number 03034095 and its MIFID branch registered in France Number 452 605 512. Bryan Garnier & Co
Limited is authorised and regulated by the Financial Conduct Authority (Firm Reference Number 178733) and is a member of the London Stock Exchange. Registered address: Beaufort
House 15 St. Botolph Street, London EC3A 7BB, United Kingdom

This Report is provided for information purposes only and does not constitute an offer, or a solicitation of an offer, to buy or sell relevant securities, including securities mentioned in this
Report and options, warrants or rights to or interests in any such securities. This Report is for general circulation to clients of the Firm and as such is not, and should not be construed as,
investment advice or a personal recommendation. No account is taken of the investment objectives, financial situation or particular needs of any person.

The information and opinions contained in this Report have been compiled from and are based upon generally available information which the Firm believes to be reliable but the accuracy of
which cannot be guaranteed. All components and estimates given are statements of the Firm, or an associated company’s, opinion only and no express representation or warranty is given or
should be implied from such statements. All opinions expressed in this Report are subject to change without notice. To the fullest extent permitted by law neither the Firm nor any associated
company accept any liability whatsoever for any direct or consequential loss arising from the use of this Report. Information may be available to the Firm and/or associated companies which
are not reflected in this Report. The Firm or an associated company may have a consulting relationship with a company which is the subject of this Report.

This Report may not be reproduced, distributed or published by you for any purpose except with the Firm’s prior written permission. The Firm reserves all rights in relation to this Report.
Past performance information contained in this Report is not an indication of future performance. The information in this report has not been audited or verified by an independent party and
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